DB

SE OMB Number: 3235-0123
Expires: August 31, 2020
19005907 Estimated average burden
A hours per response.. ... .. 12.00
i FOI;XIR)'(I:-IITIA-S % - [sEC FILE NUMBER
821765
FACING PAGE

Information Required of Brokers and Dealers Pursuant to Section 17 of the
Securities Exchange Act of 1934 and Rule 17a-5 Thereunder

REPORT FOR THE PERIOD BEGINNING 01/01/18 AND ENDING 12/31/18
MM/DD/YY MM/DD/YY

A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER: Regal Securities, Inc. OFFICIAL USE ONLY

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) FIRM 1.D. NO.
950 Milwaukee Ave, Suite 101

(No. and Street)

Glenview IL 60025

(City) (State) (Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
Skaiste Aksomitaite 847-375-6030

(Area Code — Telephone Number)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*
Gregory, Sharer & Stuart, P.A.

(Name — if individual, state last, first, middle name)

100 Second Ave South, Ste 600 St. Petersburg FL 33701
(Address) - (City) State) O =L (Zip Code)
: ail Processing
CHECK ONE: | Section
Certiﬁed Public Accountant 3‘: EB 2 8 2 Ui 9

Washington D

Public Accountant
Accountant not resident in United States or any of its possessions. 413
L «,‘

FOR OFFICIAL USE ONLY

¢

*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
must be supported by a statement of facts and circumstances relied on as the basis for the exemption. See Section 240.17a-5(e}(2)

Potential persons who are to respond to the collection of
information contained in this form are not required torespond
SEC 1410 (11-05) unless the form displays a currently valid OMB control number.




OATH OR AFFIRMATION

1, Shawn E. Herrin , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Regal Securities, Inc. , as
of December 31st ,2018 , are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

i |

Signature

President

Title

Notary Public

This report ** contains (check all applicable boxes):

(a) Facing Page.

Z (b) Statement of Financial Condition.

[] (c¢) Statement of Income (Loss) or, if there is other comprehensive income in the period(s) presented, a Statement
of Comprehensive Income (as defined in §210.1-02 of Regulation S-X).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(3) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

D (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

() An Oath or Affirmation.

| | (m) A copy of the SIPC Supplemental Report.

[] () Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

O

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Gregdry, Sharer & Stuart, P.A.

Certified Public Accountants and Business Consultants

Report of Independent Registered Public Accounting Firm

To the Board of Directors
Regal Securities, Inc.
Glenview, Illinois

Opinion on the Financial Statements

We have audited the accompanying statement of financial condition of Regal Securities, Inc. (the Company) as of December
31, 2018, and the related notes to the financial statement (collectively, the financial statement). In our opinion, the financial
statement presents fairly, in all material respects, the financial position of the Company as of December 31, 2018 in
conformity with accounting principles generally accepted in the United States of America.

Basis for Opinion

This financial statement is the responsibility of the Company’s management. Our responsibility is to express an opinion on
the Company’s financial statement based on our audit. We are a public accounting firm registered with the Public Company
Accounting Oversight Board (United States) (PCAOB), and are required to be independent with respect to the Company in
accordance with U.S. federal securities laws, and the applicable rules and regulations of the Securities and Exchange
Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statement is free of material misstatement, whether due
to error or fraud. The Company is not required to have, nor were we engaged to perform, an audit of its internal control
over financial reporting. As part of our audit we are required to obtain an understanding of internal control over financial
reporting, but not for the purpose of expressing an opinion on the effectiveness of the Company's internal control over
financial reporting. Accordingly, we express no such opinion. ‘ '

Our audit included performing procedures to assess the risks of material misstatement of the financial statement, whether due
to error or fraud, and performing procedures that respond to those risks. Such procedures included examining, on a test
basis, evidence regarding the amounts and disclosures in the financial statement. Our audit also included evaluating the
accounting principles used and significant estimates made by management, as well as evaluating the overall presentation of
the financial statement. We believe that our audit provides a reasonable basis for our opinion.

Gregory, Sharer & Stuart, P.A.

Rt Shon S B

We have served as the Company’s auditor since 2004.

St. Petersburg, Florida
February 25, 2019

100 Second Avenue South, Suite 600 | St. Petersburg, Florida 33701-4336
(727) 821-6161 | Fax (727) 822-4573 | www.gsscpa.com
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REGAL SECURITIES, INC.

FINANCIAL STATEMENTS

STATEMENT OF FINANCIAL CONDITION

December 31, 2018

ASSETS
Cash and cash equivalents 1,916,946
Receivables from broker-dealers and clearing houses 791,316
Receivables from others 483,464
Securities owned, at fair value ($1,166,192 pledged as collateral) 1,535,057
Property, furniture, equipment and leasehold improvements, net 337,101
Intangible asset, net 138,310
Prepaid expenses 9,290
Other assets 172,269
Total Assets 5,383,753
LIABILITIES AND STOCKHOLDERS' EQUITY
Liabilities
Accrued payroll and registered representative compensation related expenses 294,736
Accounts payable and other accrued expenses 295,004
Capital lease obligation 46,146
Margin borrowing 182,806
Security deposit 50,000
Total Liabilities 868,692
Stockholders' Equity
Common stock, $0 par value; 10 voting and 990 non-voting
shares authorized, issued and outstanding 1,426,000
Retained earnings 3,089,061
Total Stockholders' Equity 4,515,061
Total Liabilities and Stockholders' Equity 5,383,753

The accompanying notes are an integral part of these financial statements.




REGAL SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31,2018

NOTES TO FINANCIAL STATEMENTS

Note 1. Nature of Business and Significant Accounting Policies

Regal Securities, Inc., (“Company”) is a broker-dealer registered with the Securities and Exchange
Commission (SEC) and is a member of the Financial Industry Regulatory Authority, Inc. (FINRA). The
Company (an Illinois corporation) has offices in Glenview, Illinois and Orlando and Fort Myers, Florida.
It provides services throughout the United States using registered representatives and via online services.
The Company is engaged in agency transactions in securities on behalf of customers and other related
activities. The Company’s customer securities transactions are cleared through two clearing broker-dealers,
RBC Capital Markets Correspondent Services, and Hilltop Securities Inc., on a fully disclosed basis.

The Company operates under the provisions of Paragraphs (k)(2)(i) and (ii) of Rule 15¢3-3 of the Securities
and Exchange Commission and, accordingly, is exempt from the remaining provisions of that rule.
Essentially, the requirements of Paragraphs (k)(2)(i) and (ii) provide that the Company clear all transactions
on behalf of customers on a fully disclosed basis with clearing broker-dealers, and promptly transmit all
customer funds and securities to the clearing broker-dealers. The clearing broker-dealers carry all of the
accounts of the customers and maintain and preserve all related books and records that are customarily kept
by clearing broker-dealers.

The Company does not hold customer accounts and promptly transmits all customer funds and securities
received in connection with its activities as a broker-dealer. The Company does not hold any funds or
securities for or owe money or securities to customers. Furthermore, all transactions between the broker-
dealer and its customers are effectuated through a bank account designated as "Special Account for the
Exclusive Benefit of Customers of Regal Securities, Inc.”.

Significant accounting policies are as follows:

Use of estimates: The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and expenses during
the reporting period. Actual results could differ from those estimates.

Revenue recognition:

In May 2014, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update
(ASU) 2014-09, Revenue from Contracts with Customers (Revenue Recognition), which outlines a single
comprehensive model for entities to use in accounting for revenue arising from contracts with customers.
The core principle of the revenue model is that an entity recognizes revenue to depict the transfer of
promised goods or services to customers in an amount that reflects the consideration to which the entity
expects to be entitled in exchange for those goods or services. The ASU defines the promised good or
service as the performance obligation under the contract.

The Company adopted the revenue recognition standard as of January 1, 2018 using the modified
retrospective method of adoption. This adoption had no impact on the Company's Statement of Financial
Condition as the satisfaction of performance obligations under the new guidance is materially consistent
with the Company's previous revenue recognition policies.

The Company’s recognition and measurement of revenue is based on the assessment of individual contract
terms. Significant judgment is required to determine whether performance obligations are satisfied at a
point in time or over time; how to allocate transaction prices where multiple performance obligations are
identified; when to recognize revenue based on the appropriate measure of the Company’s progress under



REGAL SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018

the contract; and whether constraints on variable consideration should be applied due to uncertain future
events.

Commission Revenue - The Company earns brokerage commissions which primarily include commissions
from executing transactions for clients to buy or sell stocks, options, mutual funds, government and
corporate bonds transactions. Each time a customer enters into a buy or sell transaction, the Company
charges a commission. This commission and related clearing fees are recorded on the trade date basis, as at
that point associated service is fulfilled.

Fees earned, Interest, rebate and dividend income — The Company receives order flow payments from
various execution providers, 12b-1 fees paid by mutual fund companies, and earns interest income on assets
held at clearing firms. These fees and payments are recognized in the current period and are primarily
related to performance obligations that have been satisfied.

Cash and cash equivalents: The Company considers all highly liquid debt instruments purchased with
original maturities of less than ninety days to be cash equivalents. The Company maintains at various

~ financial institutions cash and cash equivalents which may exceed federally insured amounts at times and
which may at times significantly exceed reported amounts due to outstanding checks.

Receivables from broker-dealers and clearing houses: Receivables from broker-dealers and clearing houses
represent amounts due in connection with the Company’s normal transactions. Management considers all
receivables to be collectible, therefore, no allowance for doubtful accounts has been provided.

Receivables from others: Receivables from others represent loans made to registered representatives and
receivables which are incurred during the normal course of business. The Company determines if an
allowance for doubtful accounts is required based on factors surrounding the credit risk of specific
customers, historic trends, and other information. Management has determined that no allowance for
doubtful accounts is required as of December 31, 2018. The Company does not charge interest on past due
amounts related to receivables which are incurred during the normal course of business.

Securities owned: Securities are recorded at fair value in accordance with FASB Accounting Standards
Codification (ASC) 820 “Fair Value Measurements and Disclosures”. The Company classifies its
investments as trading securities and records unrealized gains and losses in the current year’s statement of
income. Proprietary securities transactions in regular-way trades are recorded on the trade date, as if they
had settled. Profit and loss arising from all securities transactions entered into for the account and risk of
the Company are recorded on a trade date basis.

Property, furniture, equipment and leasehold improvements: Furniture and equipment are recorded at cost

and depreciated on accelerated and straight line methods over the estimated useful lives of the assets which
range from 3 to 39 years. Leasehold improvements are amortized on a straight-line basis over the expected
lease term. Depreciation expense on assets acquired under capital lease is included with depreciation
expense on owned assets.

Intangible asset: During 2015 the Company started development of the new trading platform through an
unrelated vendor. As of December 31, 2018, approximately $731,000 was spent towards the development.
Development costs are capitalized when technological feasibility is achieved. Development cost of this
platform amounts to approximately $84,000 for the year. Due to continuous improvements, additional
development costs are expected to be incurred in 2019. Amortization expense of this trading platform
amounted to approximately $234,000 for the year. The Company is amortizing the total cost over three
years on straight line basis.

Concentrations of credit risk: Financial instruments that potentially subject the Company to concentrations
of credit risk consist principally of cash and receivables from broker-dealers. The Company places its cash
with high credit quality financial institutions.
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The Company is engaged in various trading and brokerage activities in which counterparties are primarily
clearing broker-dealers. In the event counterparties do not fulfill their obligations, the Company may be
exposed to business interruption and cash flow risk. As of December 31, 2018, approximately 29% of the
receivables from broker-dealers, or approximately $230,000 were due from two clearing broker dealers as
commission receivables. The risk of default depends on the creditworthiness of the counterparty. It is the
Company’s policy to review, as necessary, the credit standing of each counterparty.

Income taxes: The Company, with the consent of its stockholders, has elected to be taxed under sections
of the federal income tax laws which provide that in lieu of corporate income taxes, the stockholders
separately account for their pro rata shares of the Company’s items of income, deduction, losses and credits.

“Therefore, these statements do not include any provision for federal corporate income taxes. The Company

is subject to state income tax in some state jurisdictions. As of December 31, 2018, the Company does not
believe it has any uncertain tax positions that would result in any material tax liability. The Company’s
open tax years subject to examination for federal and state income tax fillings are 2015 through 2018.

Fair value measurements and disclosures: FASB ASC 820 defines fair value, establishes a framework for
measuring fair value, and establishes a fair value hierarchy which prioritizes the inputs to valuation
techniques. Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. A fair value measurement
assumes that the transaction to sell the asset or transfer the liability occurs in the principal market for the
asset or liability or, in the absence of a principal market, the most advantageous market. Valuation
techniques that are consistent with the market, income or cost approach, as specified by FASB ASC 820,
are used to measure fair value. '

The fair value hierarchy prioritizes the inputs to valuation techniques used to measure fair value into three
broad levels: ’

e Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities the
Company has the ability to access.

e Level 2 inputs are inputs (other than quoted prices included within level 1) that are observable for
the asset or liability either directly or indirectly.

e Level 3 are unobservable inputs for the assets or liability and rely on management’s own
assumptions about the assumptions that market participants would use in pricing the asset or
liability. (The unobservable inputs should be developed based on the best information available in
the circumstances and may include the Company’s own data.) :

All securities owned by the Company are recorded at fair value using Level 1 inputs.
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Note 2. Receivables from Broker-Dealers and Clearing Houses

The amounts receivable from broker-dealers and clearing houses at December 31, 2018, consist of the
following: '

Commission receivables from broker-dealers and clearing houses (net of $8,792 payable) $ 312,377
Deposits 478,939
Net receivables from broker-dealers and clearing houses $ 791,316
Note 3. Receivables from Others

Other broker dealer receivables $ 124,813
Other receivables $ 358,651
Total receivables from others $ 483,464

Other receivables from broker dealers are mainly composed from order routing payments receivable from
broker dealers related to option and equity transaction. Majority of the other receivables is due from
customer with unpaid margin debit balance, as part of the counterclaim to ongoing arbitration.

Note 4. Property, Furniture, Equipment and Leasehold Improvements

Property, furniture, equipment and leasehold improvements at December 31, 2018, consist of:

Equipment $ 2,216,381
Furniture and fixtures 283,574
Office property 90,000
Leasehold and property improvements 242,126
2,832,081
Less Accumulated Depreciation‘ (2,494,980)
$ 337,101

Depreciation expense for the year ended December 31, 2018, amounted to $36,140.

Equipment includes equipment acquired under capital leases with a cost of $51,326 and net book value of
$45,338 at December 31, 2018.

Note 5. Employee Benefit Plans

The Company has a SIMPLE IRA plan (“plan”) for its employees. Employees are qualified to participate
in the plan after two years of service. For 2018 the Company matched 100% of each employee’s
contribution up to 1% of their compensation, which is 100% vested. The expense for the year related to this
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plan was approximately $28,000 and is reflected in Employee compensation and related benefits in the
statement of income.

Note 6. Securities Owned

Marketable securities owned consist of trading securities valued at quoted market prices in active markets
summarized as follows:

Net Unrealized Estimated
Gains (Losses) Fair Value
Equity securites comprised of 16,000
shares of NASDAQ Stock Market, Inc. $ 75,840  $ 1,305,120
Fixed income debt securities - various (12,180) 229,937
Total trading securities $ 63,660 $ 1,535,057

Net unrealized gains for NASDAQ shares are recorded in the gains or losses on firm securities investment
account and other unrealized losses are recorded in the net gains from principal transactions account in
the statement of income. The Company pledged certain financial instruments owned to meet margin
requirements. The liability under margin borrowing of $182,806 has been reflected in the accompanying
statement of financial condition and is collateralized by $1,166,192 of the Company’s investments.

Note 7. Commitments and Contingencies

The Company leases two office spaces. One is under long term lease expiring in 2022 with option to cancel
at any time with 30 days notice. The other one is with a related party (see Note 10), was entered in
September 2014, and expires in 2019 with possibility to cancel the lease with 120 days written notice.
Minimum annual lease expense under these leases, exclusive of additional payments which may be required
for certain increases in operating and maintenance costs are as follows:

Year ending December 31:

2019 $ 210,344
2020 161,032
2021 165,863
2022 | 69,959

Total $ 607,198

The Company is subject to complex legal and regulatory requirements that continue to evolve. The
Company might be subject to a variety of legal proceedings including FINRA arbitrations, as well as civil
lawsuits, class actions and other regulatory examinations, reviews, investigations (both formal and
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informal), audits and requests for information by various governmental regulatory agencies and self-
regulatory organizations in jurisdictions where the Company does business. The Company is currently a
party to two securities arbitrations; however, the exposure to the Company is either capped at the retention
amount under Errors and Omissions insurance policy, or the Company has filed a counterclaim and believes
that the resolution of the matter will not result in any material adverse effect to the Company’s financial
position.

Indemnifications: In the normal course of its business, the Company indemnifies and guarantees certain
service providers, such as clearing and custody agents, trustees and administrators, against specified
potential losses.in connection with their acting as an agent of, or providing services to, the Company. The
maximum potential amount of future payments that the Company could be required to make under these
indemnifications cannot be estimated. However, based on the historical trends the Company believes that
it is unlikely it will have to make material payments under these arrangements and has not recorded any
contingent liability in the financial statements for these indemnifications.

The Company provides representations and warranties to counterparties in connection with a variety of
commercial transactions and occasionally indemnifies them against potential losses caused by the breach
‘of those representations and warranties. These indemnifications generally are standard contractual terms
and are entered in the normal course of business. The maximum potential amount of the future payments
that the Company could be required to make under these indemnifications cannot be estimated. However,
the Company believes that it is unlikely it will have to make material payments under these arrangements
and has not recorded any contingent liability in the financial statements for these indemnifications.

Note 8. Financial Instruments with Off —Balance Sheet Risk

As discussed in Note 1, the Company’s customers’ securities transactions are cleared on a fully disclosed
basis by its clearing broker-dealers. The clearing broker-dealers carry all of the accounts of the customers
of'the Company and are responsible for execution, collection and payment of funds, and receipt and delivery
of securities relative to customer transactions. Off-balance sheet risk exists with respect to these
transactions due to the possibility that customers may be unable to fulfill their contractual commitments
wherein the clearing broker-dealers may charge any losses they incur to the Company. The Company seeks
to minimize this risk through procedures designed to monitor the creditworthiness of its customers and to
ensure that customer transactions are executed properly by the clearing broker-dealers.

The Company does not anticipate nonperformance by customers or it’s clearing brokers. In addition, the
Company has a policy of reviewing, as considered necessary, the clearing brokers with which it conducts
business.

Note 9. Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (Rule 15¢3-
1), which requires the maintenance of minimum net capital and requires that the ratio of aggregate
indebtedness to net capital, both as defined, shall not exceed 15 to 1. Rule 15¢-1 also provides that equity
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capital may not be withdrawn or cash dividends paid if the resulting net capital ratio would exceed 10 to 1.
At December 31, 2018, the Company had net capital and net capital requirements of $2,965,337 and
$250,000, respectively. The Company’s aggregate indebtedness to net capital ratio was 0.30 to 1 at
December 31, 2018.

Note 10. Related Party Transactions

The Company is affiliated with Regal Advisory Services, Inc. (Regal Advisory), a registered investment
advisor through common management and ownership. The Company recognizes management fee revenues
for payments received from customers of Regal Advisory and pays these amounts over to Regal Advisory
for providing these services. For 2018, these revenues and offsetting expenses approximated $1,007,324
for the account management services and are presented on a net basis in the statement of income. Other
revenue from clearing fees, administrative support and account balances was approximately $73,000 with
$6,500 in net expenses related to Regal Advisory business.

The Chief Executive Officer of the Company is also the Officer of Peninsula Development Corporation
(Peninsula). The Company entered into lease agreement with Peninsula commencing in September
2014. For the year ended December 31, 2018, the Company incurred approximately $79,000 as rental
expense. The terms of the lease call for $ 6,000 plus related taxes per month through September 2019, with
possibility to cancel lease with a 120 day written notice. Future minimum lease payments are disclosed in
Note 7.

Note 11. Subsequent Events

The Company has evaluated events and transactions that occurred subsequent to December 31, 2018
through February 25, 2019 and has determined there were no events or transactions during such period
which would require recognition or disclosure in the financial statements
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